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PRESIDENT’S REPORT 


Although reported profits were relatively modest, fiscal 1974 
was a highly satisfactory year for Terra in that it can be considered 
to be the turnaround year in the Company’s brief history. Despite 
the normal timelag in obtaining production from new discoveries, 
production from the 10 and 11 veins began to generate substantial 
cash flow during the latter half of the year and contributed signifi- 
cantly to total siver production of 1,094,000 ounces. Our 1975 fiscal 
year is expected to show a further strong advance to approximately 
1.8 million ounces, with production to date rapidly approaching 
700,000 ounces. During the year, outstanding loans were reduced 
by $1,530,651 through payments and loan conversions to a manageable $890,699, including interest 
accrued to date. These will be retired in full within the next several months, leaving the Company 
debt-free with the exception of financing fees repayable out of future smelter receipts and our Camsell 
River re-purchase commitment of $500,000. This 10% interest in the Mine was sold to Camsell River 
Investments under a December, 1971 agreement which provided $500,000 in badly needed financing to 
Terra. As of May 22, 1975 Terra has fulfilled its obligations under the agreement, having paid Cam- 
sell $1,000,000 -as its share of smelter receipts. Accordingly, the Company has now exercised its re- 
purchase option. The re-purchase terms are $20,000 per month over 25 months with interest payable at 
the rate of 7% only on arrears in payments, if any. The impact of this re-purchase exercise on current 
and future earnings will be immediate and extremely beneficial to the Company and its shareholders, 
since the portion of smelter receipts formerly payable to Camsell will now flow directly through 
to Terra with no parallel increase in our operating costs. A further drain on cash flow and earnings 
will be eliminated upon retirement of the balance owing on loan principal and accrued interest. 


Continuing major exploration and development of the Terra peninsula is scheduled for 1975 with 
$1,000,000 budgeted for opening of the mine both laterally and at depth. Further encouragement was 
recently provided when an exploratory drift cut visible native silver in the anticipated location of the 12 
vein. Management is hopeful that follow-up exploration and development on this vein, as well as exten- 
sion of the drift to the anticipated 13 vein location, will add substantially to reserves. The exploration 
and development program is being continued in an attempt to define potential reserves on the 7, 8, 9, 
10 and 11 veins at depth. 


Terra has now fulfilled its exploration and development commitments on the Norex claim group to 
earn a 50% interest, but has suspended indefinitely further development work on the property pending 
resolution of purported deficiencies. Management is of the opinion that the Norex lawsuit is without 
merit and that it will be resolved in the Company’s favour. On the Duke TA-DS claims Terra has 
recently initiated its work program to earn a 50% interest in this potential gold producing property, 
and at the time of writing has completed 150 feet of a decline tunnel planned to intersect at depth two 
high grade gold veins previously outlined by surface trenching and diamond drilling. In conclusion, 
management is confident that 1975 will be an exciting and profitable year for the Company and that 
shareholders will be pleased with the anticipated results of operations and of our various exploration 
and development programs. On behalf of the board of directors I would also like to thank our em- 
ployees for their continuing loyalty and for the significant contributions they have made towards the 
overall high degree of operating efficiency which has been achieved. 


May 23, 1975 Alvin Harter 
Edmonton, Alberta President 


REVIEW OF OPERATIONS 


PRODUCTION 


During the year ended December 31, 1974, production from Terra’s Camsell River Mine was as 


follows: 
Mill 


Tons Ounces of Pounds of Operating 

Milled Silver Copper Days 
January 400 2,473 2,097 5 
February 3,140 31,078 68,328 22 
March 4,656 63,263 58,086 30 
April 4,590 119,130 63,550 28 
May 4,787 S590 Jou id 29 
June 4,285 63,521 718,551 Psi 
July 4,257 110,545 65,709 28 
August 4,418 L3 7,912 32,424 29 
September 4,287 157,720 P2t37 28 
October 4,280 1155356 17,964 28 
November 3,941 157,452 14,392 26 
December 2,643 59,670 7,080 18 
TOTALS 45,684 1,093,919 475,549 296 


Production during the first half of the year was relatively poor while exploration and develop- 
ment of the new 10 and 11 veins continued preparatory to mining. Silver production of 355,062 ounces 
during this period resulted in a first half loss of $222,653 despite record world metal prices. As pro- 
duction commenced from the 10 vein during the second half, a significant improvement to 738,857 ounces 
was achieved despite the two week Christmas shut-down in December. Operating profits during the 
second half of the year were sufficient to fully offset the 6 month loss picture and result in a modest 
profit of $56,890 for the year. The second half results were achieved despite significant declines in the 
prices of silver and copper during this period. Deteriorating metal prices in the second half resulted in 
substantial write-downs of concentrate inventories and outstanding smelter settlements and reduced second 
half net profit to $279,543 from the earlier anticipated higher levels. Despite this factor, operations for 
the year resulted in a healthy cash flow of $1,387,917. When combined with the issue of common 
shares for cash and on loan conversions totalling $1,370,956, this allowed a significant reduction in debt 
structure and materially improved the financial position of the Company. 


During the early months of 1975 production has continued to improve, with a total of 629,356 
ounces of silver produced during the first 4% months of our current fiscal year despite abnormal down- 
time for mill repairs in the month of January. Figures for 1975 to date are as follows: 


Ounces of 
Silver 
January 59,296 
February 108,764 
March 144,922 
April 185,626 
May 1-19 (Partial) 130,748 
629,356 


Continuing improvement is anticipated for the balance of the 1975 fiscal year, and current fore- 
casts indicate silver production for the year significantly higher than 1974’s 1,093,919 ounces. This 
should result in substantial increases in cash flow and operating profits at current metal prices. 


MARKETS AND METAL PRICES 


Unprecedented price swings and record highs for silver were established during the early months 
of 1974 as world monetary conditions continued to worsen and increasing numbers of international in- 
vestors turned to the precious metals for security. The substantial deficit between new mine production 
and industrial consumption was not significantly reduced by world-wide economic recession, as had 
been widely predicted, and speculative pressures added further momentum to the rapid erosion of above- 
ground silver supplies. In sympathy with a deteriorating world-wide commodity price structure, silver 
trended lower during the second half of the year and eventually established a fairly narrow trading 
range in the $4.00 - 4.50 per ounce area. Recently, after a lengthy period of consolidation in this range, 
prices have moved sharply higher and appear ready to approach the highs established during early 
1974. Over the longer term, the supply/demand imbalance averaging 180 million ounces annually 
over the last three years is likely to continue to widen. This should inevitably result in significantly 
higher prices for a precious metal that is irreplaceable in most of its industrial applications, which is 
increasingly sought after as a hedge against monetary inflation, and which is becoming increasingly 
scarce from a supply standpoint. 


A very high percentage of the world’s production comes as a by-product of major base metal min- 
ing operations, with Canada being the world’s largest producer. Because of this, poor base metal prices 
and economic recessions automatically reduce total silver production. As one of a relatively few straight 
silver producers, Terra is in a unique position to take advantage of the changes in price structure 
for silver which will result from an increasing supply/demand imbalance. 


EXPLORATION 


SURFACE 


Several excellent drill targets to the west of the present mine workings were outlined by geophysical 
work during the 1973 summer season. Follow-up surface diamond drilling is planned for 1975. An ex- 
tensive geological mapping, geophysical and geochemical exploration program is also planned for a large 
portion of the Terra held claim groups adjacent to the Terra peninsula during 1975. 


UNDERGROUND 

The majority of 1974 exploration was aimed at outlining ore shoots on the 10 and 11 vein with 
excellent results. The 10 vein proved productive from 6 level to surface with discontinuous but in many 
places very high grade silver shoots. High grade silver was encountered on the 11 vein on the 5 level 
horizon at year end. Underground drilling is now ready to commence on the 11 vein between 2 and 
4 levels. 


At year end, plans were finalized for exploration drifting on 6 level to test the 7, 8 and 9 vein 
structures to the east, and a long exploration drift to the west is currently in progress on the 5 level 
to test the area of the 12 and 13 veins. 


DEVELOPMENT 


The 10 and 11 veins were the main development targets during 1974 with most of the production 
for the year coming from the 10 vein. The main haulage ramp was extended to 6 level and work was 
progressing on haulage ramp extension to 7 level at year end. Stopes were developed from the 2, 4, 5 
and 6 levels on the 10 vein during the year and on the 5 level on the 11 vein. Delivery of another 20 
ton underground haulage truck in early 1975 has made development down to the 7 level feasible. 


ORE RESERVES 


At January 1, 1975 ore reserves were as follows: 


SILVER: Proven 28,619 Tons at 60.9 ounces per ton silver 
Probable 12,103 Tons at 42.9 ounces per ton silver 
Inferred 1,721 Tons at 44.2 ounces per ton silver 
TOTAL 42,443 Tons at 55.1 ounces per ton silver 

COPPER: Proven 1,824 Tons at 3.6 Ag, 3.9% Copper 


Probable 25,310 Tons at 2.5 Ag, 3.0% Copper 
TOTAL 27,134 Tons at 2.6 Ag, 3.1% Copper 


At year end, breaking of ore had commenced in the eastern portion of 210 Stope which has proven 
reserves of 10,000 tons containing one half million ounces of silver. 


DEVELOPMENT AT NOREX 


By year end an all weather road was essentially completed from Terra Minesite to the Norex Prop- 
erty. Approximately 300 feet of advance was completed on the Norex lower decline by Terra crews 
during September and October 1974. Further work is scheduled for 1975 pending satisfactory resolu- 
tion of the Norex claimed defaults under the agreement as outlined in Note 2 to the financial statements. 


DUKE MINING JOINT VENTURE 


The work program originally scheduled for 1974 was subsequently rescheduled for commencement 
in May of 1975 and has now been initiated. The underground exploration program to be carricd out on 
the TA - DS group of claims owned by Duke Mining Limited will consist of a haulage decline to give 
about 100 feet of backs on the 2 vein and about 70 feet of backs on the 1 vein. Drifting, raising and 
test stoping on the two veins are scheduled for completion by August, 1975. Surface trenching has in- 
dicated high grade visible gold in both veins, and both have evidenced good gold intersections in diamond 
drill holes at depth. Terra will spend a minimum of $200,000 on the properties to earn a 50% interest. 


Thorne 


Riddell 


& Co. CHARTERED ACCOUNTANTS 


AUDITORS' REPORT 


To the Shareholders of 
Terra Mining and Exploration Limited (N.P.L.) 
We have examined the balance sheet of Terra Mining and Exploration 
Limited (N.P.L.) as at December 31, 1974 and the statements of income, deficit, 
changes in issued capital and changes in financial position for the year then 
ended. Our examination included a general review of the accounting procedures 
and such tests of accounting records and other supporting evidence as we con- 


sidered necessary in the circumstances. 


In our opinion these financial statements present fairly the fin- 
ancial position of the company as at December 31, 1974 and the results of its 
operations and the changes in its financial position for the year then ended, 
in accordance with generally accepted accounting principles applied on a basis 


consistent with that of the preceding period. 


PH ee Ah lol Ce “fo. 
Edmonton, Alberta 


May 1, 1975 Chartered Accountants 
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TERRA MINING AND EXPLORATION LIMITED (N.P.L.) 


STATEMENT OF INCOME 


YEAR ENDED DECEMBER 31, 1974 


(with comparative figures for the nine months ended December 31, 1973) 


1974 

Concentrate revenue less marketing smelter 

and royalty charges $3,480,799 
Expenses 

Production costs Lig Re a ey) 

Administration 261, 802 

Interest 256,651 

Financing charges (note 4) 626,986 

Depreciation (note 1) 276,988 

Depletion and amortization (note 1) 442,165 

3,423,909 

Income (loss) before income taxes and 

extraordinary item 56,890 
Income taxes (deferred) 15,500 
Income (loss) before extraordinary item 41,390 
Extraordinary item 

Recovery of income taxes (note 7) 15,500 
NET INCOME (LOSS) FOR THE PERIOD S$ 56,890 
Earnings (loss) per share before 

extraordinary item POF 
Rarnings (loss) per share after 

extraordinary item Pit 


1973 
(note 6) 


$2,075,288 


1,349,784 
165,005 
352,490 
454,700 
186,171 
276, 888 


2,785,038 


(709, 750) 


(709,750) 


$ (709,750) 


(24.7¢) 


(24.7¢) 


TERRA MINING AND EXPLORATION LIMITED (N.P.L.) 
STATEMENT OF DEFICIT 


YEAR ENDED DECEMBER 31, 1974 


(with comparative figures for the nine months ended December 31, 1973) 


1974 


Retained earnings (deficit) at beginning 


of period $ (242,308) 


Net income (loss) for the period 56,890 


DEFICIT AT END OF PERIOD $ (185,418) 


STATEMENT OF CHANGES IN ISSUED CAPITAL 


YEAR ENDED DECEMBER 31, 1974 


Capital stock 


Number of Contributed 
shares Amount surplus 
Balances at beginning 
of year 2,012,250 $1,436,128 $2, 276,315 
Issue of common 
shares 
Conversion of 
loans payable Pe Viel Aza £25.57 OF 754, 267 
For cash 145,637 72,818 418,160 
397,059 198,529 gs Wy aa a 
BALANCES AT END 
OF YEAR 352692315 $1,634,657 $3,448,742 


1973 
(note 6) 


$ 467,442 


(709,750) 


§ (242,308) 


Total 


4719 463 


879,978 
490,978 


1,370,956 


$5,083,399 


TERRA MINING AND EXPLORATION LIMITED (N.P.L.) 
STATEMENT OF CHANGES IN FINANCIAL POSITION 


YEAR ENDED DECEMBER 31, 1974 
(with comparative figures for the nine months ended December 31, 1973) 


1974 1973 
(note 6) 
SOURCE OF FUNDS 
Net income (loss) for the period S 56,890 $ (709,750) 
Items not involving current funds 
Depreciation 276,988 186,171 
Depletion and amortization 442,165 276,888 
Financing charges, net of payments 611,874 338,429 
cp fw Ch 91 738 
Issue of common shares 15 370,950 412,000 
IMT hoc gsg of 503,138 
APPLICATION OF FUNDS 
Additions to fixed assets 248,695 198,224 
Mining property costs, including 
expenditures for exploration and 
development 983,402 15520507 
Reduction of long-term portion of loans 
payable 1,324,615 421,634 
Reduction of long-term portion of plant 
contract 48,972 
Ze900,f12 826,941 
INCREASE (DECREASE) IN WORKING CAPITAL POSITION 202,161 (323,203) 
WORKING CAPITAL DEFICIENCY AT BEGINNING OF PERIOD 1,107,407 784,204 
WORKING CAPITAL DEFICIENCY AT END OF PERIOD $ 905,246 $1,107,407 
Working capital deficiency represented by 
Current liabilities oe Sy fio We a yd SI ,6L1, 224 
Current assets 670,206 503,817 
$ 905,246 


$1,107,407 


TERRA MINING AND EXPLORATION LIMITED (N.P.L.) 
NOTES TO FINANCIAL STATEMENTS 


YEAR ENDED DECEMBER 31, 1974 


1. ACCOUNTING POLICIES 
(a) Smelter Settlements Outstanding 
Smelter settlements outstanding are valued at estimated net 
realizable value, using metal prices as established by contracts 
or the following quoted metal prices at December 31 where there 
are no contracts. 


1974 1973 
Silver $4.430 per ounce $3.243 per ounce 


Copper .556 per pound -914 per pound 
(b) Depreciation 
Fixed assets are depreciated over their estimated useful lives. 


(c) Depletion and Amortization 

The cost of mining properties and claims together with the related 
exploration and development expenses are being amortized over the pro- 
jected life of the mine which is based on estimated ore reserves as 
established from time to time. 


2. MINING PROPERTIES 


1974 1973 
Camsell River, Spencer Lake and 
Deadman's Island $5,249,755 $4,456,094 
Less accumulated depletion and 
amortization 929,766 487,601 
4,319,989 3,968,493 
Norex Resources Limited - 50% 
undivided interest in mining 
properties 585,647 418,185 
Expenditures on mining properties 
of Duke Mining Limited 50,722 23,443 
$4,956,358 $4,415,121 


TERRA MINING AND EXPLORATION LIMITED (N.P.L.) 
NOTES TO FINANCIAL STATEMENTS 


YEAR ENDED DECEMBER 31, 1974 


2. MINING PROPERTIES cont'd. 
Camsell River 
Under. the terms of an agreement with Camsell River Investments Ltd., a 10% 
interest in Terra's Camsell River property was sold for $500,000. The 
company has the option of repurchasing this 10% interest for $500,000 at 
any time after a minimum of $1,000,000 has been received as income by 
Camsell River Investments Ltd. To December 31, 1974 $816,875 has been 
paid to Camsell River Investments Ltd. 


As part of the consideration on the acquisition of the Silver Bear claims 
at Camsell River in 1969 the company became obligated to pay a royalty of 
5% of the net smelter returns from all minerals produced from the claims. 


Norex Resources Limited 

Under the terms of an agreement with Norex Resources Limited, a 50% 
undivided interest in mining properties was acquired for an initial 
outlay of $200,000 and a commitment by Terra to expend an additional 
$300,000 on exploration and development of the property by October 20, 
1974 at a minimum rate of $100,000 per year. The company has expended 
$371,127 to October 20, 1974 on the properties, and has in management's 
opinion fulfilled its commitments and earned its 50% undivided interest. 
Norex is currently contesting some of the amounts expended by Terra on 
the basis that they do not properly constitute property expenditures aad 
has commenced legal action in an attempt to regain sole ownership of 
the properties. 


Management is of the opinion that the lawsuit is without merit and will 
not succeed. In the event a portion of the expenditures are ruled not 
to constitute property expenditures, the agreement provides that further 
funds may be expended to substantiate the company's 50% interest. 


Duke Mining Limited 

The company may acquire a 50% interest in mineral properties owned by 
Duke Mining Limited by expending $200,000 on the properties by August 31, 
1975% 


3. LOANS PAYABLE 
A chattel mortgage on equipment has been given as security for a loan 
payable of $96,557. The remaining loans payable are unsecured. 


TERRA MINING AND EXPLORATION LIMITED (N.P.L.) 
NOTES TO FINANCIAL STATEMENTS 


YEAR ENDED DECEMBER 31, 1974 


4, ACCRUED FINANCING CHARGES 
The company has agreed to sell its processed ore concentrate during the 
period from May 1, 1972 to May 1, 1976 under an agreement which provides 
for immediate payment to the company of 60% of the estimated value of the 
concentrate produced. The remaining 40% is paid as smelter settlements 
are received, after deducting marketing, smelter and royalty charges. 


Under the terms of the agreement, the company is to pay to the purchaser 
of the concentrate a financing charge by one of the three following methods 


Lump sum payable May 15, 1976 $2,450,000 
Payments 
May 15, 1976 $ 600,000 
$2,800,000 
Payments ) 
May 15, 1976 $ 600,000 
May 15, 1977 600, 000 
May 15, 1978 600,000 
May 15, 1979 1,700,000 
$3,500,000 


The company accrues financing chargeson the basis of payment by May 15, 
1976, At December 31, 1974, the company has prepaid $331,078 of the 
financing charge and has deducted this amount from the accrual to that 
date. 


As security for any amounts which may become due by the company under the 
agreement, the company has given the purchaser a chattel mortgage on all 
broken ore, ore in process and concentrates from the mine. 


TERRA MINING AND EXPLORATION LIMITED (N.P.L.) 


NOTES TO FINANCIAL STATEMENTS 


YEAR ENDED DECEMBER 31, 1974 


5. CAPITAL STOCK 
Share Options 
Options outstanding at beginning of year 
Options granted during the year 


Options exercised 
Options cancelled 


Options outstanding and approved by 
the Alberta Securities Commission 
at end of year, exercisable at $3.50 
per share and expiring at various dates 
to January 1, 1977 


D716 070 
22,500 
293,570 

112,500 
136,070 248,570 
45,000 


Subsequent to December 31, 1974, the company granted an additional option 


on 25,000 shares to a new director of the company. 


The option, which has 


not been approved by the Alberta Securities Commission, is exercisable at 


$3.00 per share and expires on December 31, 1975. 


Escrowed Shares 


Of the 3,269,315 issued common shares, 1,109,666 are held in escrow. 


6. COMPARATIVE FIGURES 


In 1973 the company changed its fiscal year end from March 31 to December 
31, and as a result the 1973 figures presented for comparative purposes 


are for a nine month period. 


7. INCOME TAXES 


During the year the company has claimed for income tax purposes expenses 
of $57,000 in excess of amounts recorded in the accounts. The resulting 
deferred income taxes have been eliminated by the application of a prior 
year's unrecorded deferred income tax charge. This deferred income tax 
charge arose from the recording of interest, financing charges, deprecia- 
tion, depletion and amortization in amounts exceeding those claimed for 


income tax purposes. 


8. REMUNERATION OF DIRECTORS AND OFFICERS 


Direct remuneration of directors and officers for the year ended 
December 31, 1974 amounted to $71,650, of which $26,550 had not been 


paid at December 31, 1974. 
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